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INTERCO 


ANNUAL REPORT / 1975 


INTERCO is a manufacturer and retailer of popular-priced 
consumer products and services. The business of the company 
is represented by the following three operating groups: 


Designs, manufactures and distributes a full range of popular-priced branded and private-label 
sportswear and casual apparel for men and women; western wear and shirts for the entire 
family; and matched sets for work and leisure wear. Sportswear and casual apparel are pro- 
duced in 44 apparel manufacturing plants and shipped to our customers from 8 major dis- 
tribution centers. 


The principal products for men include: sport, knit, and dress shirts, woven and knit slacks, 
sweaters, sport coats, leisure suits, jeans, Outerwear, rainwear, swimwear, walk shorts, co- 
ordinates, and western wear. For women: suits, dresses and coats, pants, skirts, jackets, 
sweaters, blouses, shirts, jumpers, vests, and jeans. 


Operates 647 retail stores in most regions of the country which offer to the entire family a wide 
assortment of popular-priced products and services for the growing middle-income population. 


General retailing operations include junior department stores—principally self-service, 
discount stores, men’s specialty apparel shops, and supermarket type hardware, lumber and 
building materials stores. Stores are supplied from 8 modern regional distribution centers. 


Styles, manufactures and wholesales men’s, women’s and children’s footwear in most major 
price categories in the United States and Canada, and manufactures and wholesales men’s 
footwear in Australia. Facilities include 37 shoe manufacturing plants and 8 major dis- 
tribution centers. 


The company also operates 907 retail shoe stores and leased shoe departments in the 
United States, Australia, Canada and Mexico. 


Contents Page 


TGC MIS ee One aD 
Message to Our Stockholders . . . . 3 

Fiscal 1975 HY REVIEW. Gos ae oA 
Tie Giese op NIERCO 4 o 
Consolidated Financial Statements . . 21 


Five-Year Consolidated Financial Review 30 


Principal Companies of INTERCO. . . 320 


Directors, Officers and | ge Re 
Operating Board . . . Inside Back Cover 


ANNUAL MEETING OF STOCKHOLDERS 
will be held at 10 a.m. on June 16,1975 


Clayton Inn Center 
7777 Bonhomme 
Clayton, Missouri 


Notice of the meeting and proxy statement will 
be sent to stockholders in a separate mailing. 
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Highlights 


FISCAL YEARS ENDED FEBRUARY 28, 


From operations: 

Net sales 

Earnings before income taxes 

Net earnings 
Percent of net sales 

Per share of common stock: 
Fully diluted earnings 
Dividends 


Financial condition at year end: 
Working capital 
Current ratio 
Total assets 
Stockholders’ equity 
Return on stockholders’ 
average investment 


Shares outstanding at year end: 
Common stock 
Preferred stock 


Number of stockholders 


Number of employees 


(Dollars in thousands except per share data) 


$1,217,895 
105,317 
53,603 
4.4%, 


$4.47 


$1.4314 


$ 350,258 
4.6 tol 
573,748 
405,556 


13.7% 


11,448,315 
162,056 


16,400 


39,400 


$1,165,858 
94,830 
49,260 
4.2%, 


$4.14 
$1.32 


$49522,067 
3.7 ston 
562,477 
368,832 


13.9% 


il 562,206 
169,693 


16,300 


43,800 


CHANGE 


To Our Stockholders: 


As we predicted in our report to you 
one year ago, fiscal 1975 turned out 
to be a very demanding and challeng- 
ing year to the management of our 
business; however, we were able to 
continue the progress of INTERCO 
with sales and earnings reaching rec- 
ord levels for the eleventh consecu- 
tive year. 

Recognizing early in the year. the 
probability of uncertain economic 
conditions, the Office of the Chief 
Executive implemented very tight 
budgetary controls in all areas of our 
Operations, including cash manage- 
ment, collection of accounts recelv- 
able and maximum inventory turn- 
over. These actions received major 
emphasis by the members of the 
Operating Board at every monthly 
meeting. 

During the latter part of our fiscal 
year, there was a curtailment of pro- 
duction at many of our manufacturing 
facilities. This was caused by a re- 
duction in order receipts as a direct 
result of excessive inventory condi- 
tions experienced by major retailers 
around the country, and these condi- 
tions continued into the new fiscal 
year. We will continue to take a hard 
look at costs in all of our operations 
and to make necessary adjustments 
in manpower and facility levels as 
required. 

The growth of INTERCO during 
the past eleven years has been the 
result of professional management in 
our operating divisions, sound em- 
ployment of our assets, aggressive 


cost control programs, and realistic 
profit improvement objectives in all 
phases of our business. This philos- 
ophy continues to be a top priority 
objective of your management. 

In fiscal year 1975, each of our 
three operating groups... Apparel 
Manufacturing... General Retail 
Merchandising...and Footwear 
Manufacturing and Retailing... 
contributed record high sales and 
earnings. 

Our diversification program con- 
tinued during the year with the ac- 
quisition of College-Town, Inc., on 
August 23, 1974, and Sidney Gould 
CowLia:. on Marches, 1975. Both-of 
these companies offer future growth 
opportunities in the women’s sports- 
wear and apparel portion of our busi- 
ness. This successful program of di- 
versification and expansion through 
profitable acquisitions will continue 
to be an important part of our planned 
growth. 

Our products and services are pri- 
marily basic necessities for the ex- 
panding middle-income range of our 
population. We will continue to pro- 
vide quality products to our customers 
at the lowest possible price. 

The quarterly dividend rate on com- 
mon stock was increased to 36% 
cents per share, effective with the 
July 5, 1974, payment. This is equiva- 
lent to an annual rate of $1.46 per 
share. The common stock dividend 
rate has been increased each year 
since 1965 and the April 5, 1975, 
payment was the 256th quarterly 


INTERCO 


common stock dividend of our com- 
pany without interruption. 

It would not be prudent to predict 
our sales and earnings for fiscal 1976. 
The major problems of inflation and 
recession in our economy will most 
certainly affect our results even 
though we are taking all possible 
action to maximize our opportunities 
and minimize our risks. In planning 
and budgeting for fiscal 1976, it Is 
very clear that maintaining the un- 
broken record of quarterly earnings 
increases we have established over 
the past eleven years will present a 
most difficult challenge. 

As we look ahead to the future, 
however, we are confident that 
INTERCO will maintain its long-term 
growth record. Our financial position 
is excellent. We have the discipline 
for consistent cost controls and pro- 
ductivity improvements necessary to 
produce competitive products and 
services for our customers. 

The management is appreciative of 
the support of those who invest their 
money in the company and Is grateful 
to the men and women in our working 
force for their continued loyalty. 


Respectfully submitted, 


Chairman of the Board 
and Chief Executive Officer 
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Fiscal 1975 in Review 


In fiscal 1975, and for the eleventh consecutive year, 
INTERCO achieved record sales and earnings, and at 
February 28, 1975, was in the strongest financial posi- 
tion in its history. Net sales were $1.22 billion; net 
earnings were $53.6 million; and fully diluted earnings 
per share were $4.47. 

The comparative financial statements and references 
to fiscal 1974, shown in this report, have been restated 
to include the acquisition of College-Town, Inc., on a 
pooling of interests basis. 

The operating groups’ sales and earnings before in- 
come taxes, corporate expenses and interest cost are 
shown for a five-year period on page five. 


SALES 


Net sales for the year were $1.22 billion, an increase 
of $52.0 million or 4.5% over the restated volume of 
$1.17 billion for fiscal 1974. Net sales of $1.12 billion 
were reported in fiscal 1974. 

The record high sales contribution by the operating 
groups of the company is compared in millions of dollars: 


Fiscal 1975 Fiscal 1974 % 

Sales % Sales % Increase 
Apparel $ 354.1 29.1 $325.1 27.9 8.9 
General Retail 385.4 31.6 363.2 31.1 6.1 
Footwear 478.4 39.3 wes 41.0 eZ 
$1,217.9 100.0 $1,165.9 100.0 4.5 


Sales of the Footwear Group, after nine months of 
fiscal 1975, were 3.8% higher than fiscal 1974: how- 
ever, during the fourth quarter, sales dropped below 
the record level of the comparable period of fiscal 1974. 
As a result, footwear sales for the 1975 year were only 
slightly ahead of one year ago. 

The net sales of the company, by quarters, in millions 
of dollars were: 


Fiscal 1975 Fiscal 1974 

First quarter $ 303.3 Geo oe 
Second quarter SEZ 298.3 
Third quarter 312.1 298.1 
Fourth quarter THES 289.8 
$1,217.9 $1,165.9 


EARNINGS 


Earnings before income taxes for fiscal 1975 were a 
record $105.3 million, reflecting an increase of $10.5 
million or 11.1% higher than the restated fiscal 1974 
pre-tax earnings of $94.8 million. Pre-tax earnings re- 
ported in fiscal 1974 were $90.1 million. 

Pre-tax earnings of each operating group, before 
corporate expenses and interest cost, are compared in 
millions of dollars: 


Fiscal 1975 Fiscal 1974 % 
Amount % Amount % Increase 
Apparel $3907, 34.1 a} as) 33.8 Ap Uy 
General Retail 7B) 3) ZA) 23.8 22.7 6.2 
Footwear _ 91.3 A4.2 — 457 43.5 12.4 
116.3 100.0 105.0 


100.0 10.8 


Corporate expenses 
and interest cost 11.0 10.2 
Earnings before 
income taxes 
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Each of INTERCO’s operating groups had satisfactory 
profit performance in fiscal 1975 due to higher sales 
volume and strict cost reduction and profit improve- 
ment programs. 


Net earnings for the year were a record $53.6 million, 
an increase of 8.8% over the restated net earnings of 
$49.3 million in the previous year. The reported net 
earnings of fiscal 1974 were $47.0 million. This im- 
provement in net earnings was made possible by the 
increase in our margin of profitability—net earnings to 
net sales—to 4.4% for the current year compared with 
4.2% in the previous year. 

The percent increase in net earnings of 8.8% in fiscal 
1975 was somewhat lower than the percent increase in 
pre-tax earnings of 11.1%. This was the result of a 
higher effective income tax rate of 49.1%. This increase 
was due principally to a lower investment tax credit in 
fiscal 1975 of $643,000 and the phasing out of the 
surtax exemption. 

Fully diluted earnings per common share were $4.47 
for fiscal 1975, an increase of $0.33 per share or 8.0% 
over restated $4.14 per share earnings in fiscal 1974. 


Fully diluted earnings per share reported for fiscal 
1974 were $4.11. 

Net earnings and fully diluted earnings per common 
share for each quarter are compared in the following: 


Net Earnings Net Earnings 


(In millions) per Share 
Fiscal Fiscal Fiscal Fiscal 
1975 1974 1975 1974 
First quarter $11.6 $10.5 $0.97 $0.88 
Second quarter 13.0 eS 1.09 0.96 
Third quarter 15.3 14.3 1.27 1.20 
Fourth quarter 137 _13.0 1.14 3210 
$53.6 $49.3 $4.47 4.14 


FINANCIAL POSITION 


INTERCO significantly improved its already strong 
financial position during the fiscal year ended February 
Tas) Nh). 


@ Working capital, which is the excess of current assets 
over current liabilities, reached a new high of $350.3 
million at the end of fiscal 1975—a gain of $28.2 
million over the prior year. 


@ This increase in working capital resulted in a ratio of 
current assets to current liabilities of 4.6 to 1, com- 
pared with 3.7 to 1 at February 28, 1974. 


FIVE YEAR COMPARISON BY OPERATING GROUPS 


(Dollars in thousands) 


1975 
Net sales: 
PD DAC leet erecta ce. cals. dlesayeis tovnjche ot 354,142 
General retailcvscs.es 0s setaes 385,389 
ROOLWE Alea terse fet oto siannmnet Ste 478,364 
NO tall eercpetieys adore wie tse $ 1,217,895 
Earnings before income taxes: 
PAD DANG ae eerie eo eck c ke ears 39,674 
General Ketall ta... stens teen a 2% 25,281 
BOOIWEAG re ate ca teats o haticae 51,370 
116,325 
Less corporate expenses and 
Interest COSt Ane ee sou 11,008 
OLAS ncertieiio ocean as $ 105,317 
As a percent of sales........... 8.6% 


FISCAL YEARS ENDED 


February 28 November 30 


1974 1973 1972 1970 
325,079 297,785 253,769 228,008 
363,176 342,630 312,141 255,236 
477,603 442,571 399,971 379,914 

$ 1,165,858 $1,082,986 $965,881 $863,158 

35,507 31,916 23,979 19,797 
23,798 18,181 17,983 16,870 
45,697 43,642 37,219 34,589 
105,002 93,739 79,181 71,256 
10,172 7174 8,083 8,587 

$ 94,830 $ 35,965 $ 71,098 $ 62,669 
8.1% 7.9% 7.4% 7.3% 
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Graphic Summary 


NET SALES WB As reported. 
Millions of Dollars 


f] Restated for companies acquired on a pooling of 
interests basis for years prior to their affiliation. 
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@ Cash and marketable securities reached $39.4 million 
at year-end, with no outstanding short-term bor- 
rowings. 


@ Accounts receivable of $155.4 million were below 
a year ago due to a slight reduction in sales during 
the fourth quarter of fiscal 1975, and constant atten- 
tion to the collection of receivables. 


@ Inventories were $246.1 million at year-end, $4.0 
million lower than the previous year. Inventories in 
each operating group of the company are well under 
control, and in line with current expectations. 


@ Long-term debt, less current maturities, declined to 
$57.9 million at year-end, equal to 12.5% of the 
invested capital of the company. 


@ Stockholders’ equity reached $405.6 million at Feb- 
ruary 28, 1975, an increase of $36.7 million or 10.0% 
over the prior year. 


@ The book value of common stock at year-end was 
$34.03 per common share. 


@ The return on average stockholders’ equity was 13.7% 
for fiscal 1975. 


CAPITAL EXPENDITURES 


The company continued its program of expansion 
and modernization in fiscal 1975 with capital expendi- 
tures of $19.7 million, the second highest amount in its 
history. These expenditures were for new retail stores, 
modernization and expansion of some existing manu- 
facturing and distributing facilities, as well as the 
refurbishment of a number of existing retail locations. 

For fiscal 1976, INTERCO is budgeting $11.0 million 
in capital expenditures, largely for machinery and equip- 
ment and new retail locations. Depreciation is estimated 
to be $13.8 million in the coming year. 


DIVIDENDS 

Cash dividends of $17.0 million were paid during 
fiscal 1975—$16.2 million to common stockholders 
and the remainder to holders of preferred shares. The 
per share dividend on common stock is presently at 
an annual rate of $1.46. INTERCO has had ten consecu- 


tive years of dividend increases and the 256th un- 
interrupted common stock dividend of the company 
was paid on April 5, 1975. 

Quarterly common stock cash dividends per share 
were paid as follows: 


Fiscal 1975 Fiscal 1974 
First quarter $0.34 $0.32 
Second quarter 0.36% 0.32 
Third quarter 0.36% 0.34 
Fourth quarter 0.36% 0.34 


COMMON STOCK 

There were 11,448,315 shares of common stock out- 
standing on February 28, 1975. 

The market price range per share of the company’s 
common stock, as quoted on the New York Stock 
Exchange, is shown in the following: 


Fiscal 1975 Fiscal 1974 
First quarter $3154 —$24% $514 —$37% 
Second quarter 27%— 20% 42%— 33% 
Third quarter 23%4— 17 403%%4— 25% 
Fourth quarter 26%4— 17 30 — 22% 


The closing market price, on February 28, 1975, was 
$26.00 per common share. 


ACQUISITIONS 

@ College-Town, Inc. was acquired on August 23, 
1974, in an exchange of 462,428 shares of INTERCO 
common stock for the outstanding capital stock of 
this major women’s apparel manufacturer. 


@ Sidney Gould Co. Ltd. was acquired for cash on 
March 3, 1975—after the close of fiscal 1975. Ac- 
cordingly, results of Sidney Gould operations are 
not included herein. 


ORGANIZATIONAL CHANGES 
B On June 17, 1974, Samuel S. Kaufman retired as a 
Director and Vice President of INTERCO. 


Also on this date, the following were elected officers 
of INTERCO: 


Nei tmeevViatiGnh.. nas)... Assistant Secretary 
James K. Pendleton....... Assistant Secretary 
William R. Withrow. ...... Assistant Treasurer 


Fiscal 1975 in Review aa 


@ On July 8, 1974, Webster L. Cowden retired as a 
Director, Vice President and member of the Operating 
Board of INTERCO. William B. Cowden, President 
of Cowden Manufacturing Company, was elected 
to the Operating Board of the company on this date. 


@ On August 26, 1974, Gerald Sibley, President of 
College-Town, Inc., became a member of the Oper- 
ating Board of INTERCO. 


® Norfleet H. Rand, Vice Chairman of the Board and 
Treasurer, chose to retire on September 1, 1974, 
after thirty-nine years of service with the company. 
Mr. Rand continues as a Director of the company. 


@ On September 1, 1974, William L. Edwards, Jr., 
Senior Executive Vice President and Chief Adminis- 
trative Officer of INTERCO, was elected Treasurer of 
the company. 


TRADEMARKS 

The trademarks of INTERCO INCORPORATED and 
its subsidiaries, when used in the Annual Report, are 
italicized. 


FORM 10-K—ANNUAL REPORT 

INTERCO will furnish to any shareholder, without 
charge, a copy of its current annual report on Form 10-K, 
as filed with the Securities and Exchange Commission. 
A copy of this report may be obtained by written request 
to the Manager of Financial Services Department, 
INTERCO INCORPORATED, Ten Broadway, St. Louis, 
Missouri 63102. 


In Memoriam 


David R. Calhoun, Jr., served as a member of the 
Board of Directors of INTERCO 
from February, 1959, until his 
death in May, 1974. In addition 
to his many years of valuable 


contributions to the company, 
Mr. Calhoun was a vital part of 
the civic and business commun- 
ity of St. Louis. Mr. Calhoun was 
Chairman of the Board of St. 
Louis Union Trust Company and 
a Director of many corporations 
throughout the country. 
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JOINS INTERCO 


Sidney Gould Co. Ltd. and affiliated 
companies joined INTERCO on March 3, 
1975: 
| This company, founded forty years ago, 
| is a leading designer, manufacturer and 
distributor of women’s sweaters, prin- 
cipally for the missy market. 
Shown here are two of the wide selec- 
tion of cardigan and pull-over sweaters 
from the /t’s Pure Gould collection. 


Sidney Gould recently introduced a new 
sweater line for the large-size contem- 
porary woman under the P. G. Plus label. 

Production and distribution to more 
than 2,500 leading specialty and depart- 
ment stores are from its modern centralized 
center in Garden City Park, New York. In 
addition to showrooms and sales offices 
in eleven major markets in the country, 
Sidney Gould has design facilities, show- 
rooms and marketing offices in New York 
City. 

The products of Sidney Gould com- 
plement the growing women’s leisure 
apparel business of INTERCO through 
the Apparel Manufacturing Group. 
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This major designer, manufacturer and distributor of 
women’s sportswear joined INTERCO’s Apparel Manu- 
facturing Group on August 23, 1974. 


College-Town, Inc., a long-established distributor of 
fashion, serves two distinct markets. The junior sports- 
wear division, under the Co//ege- Town label, is directed 
to the eighteen—twenty-five year age group, and the 
Pant-her division provides a more sophisticated look 
for the new younger missy market. 


College-Town’s mainstay is sportswear; and, depending 
upon the fashion cycle, this can include suits, dresses 
and coats, as well as the more usual pants, skirts, 
jackets, sweaters, blouses, shirts and jumpers. Its prod- 


ucts are distributed to more than 4,000 leading depart- 
ment stores and specialty shops across the country. 


Shown on these pages are but a few of the coordinated 
selections by Co//lege-Town and Pant-her. 


College-Town’s executive offices, and manufacturing 
and distribution: facilities are located in Braintree, 
Massachusetts, and it maintains showrooms and mar- 
keting and designing facilities in New York City. Also, 
ten regional showrooms are located in all parts of the 
United States. 


College-Town provides INTERCO with an excellent 
additional growth opportunity in new markets in the 
years ahead. 


ia 


Apparel Manufacturing Group & 
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The apparel manufacturing business of INTERCO, 
which offers a full range of popular-priced 
branded and private-label sportswear and casual 
apparel for men and women, had record high 
sales and earnings in fiscal 1975. 

Apparel manufacturing sales of $354.1 million 
represented 29.1% of company sales, and earn- 
ings were $39.7 million or 34.1% of the earnings 
of the company before income taxes, corporate 
expenses and interest cost, a return of 11.2% 
on sales. 

INTERCO completed its first full year in the 
women’s apparel manufacturing business and 
this segment made a significant contribution to 
the overall improvement in sales and earnings. 
The women’s apparel business was strengthened 


and new markets entered during fiscatet 5 i A = 
the addition of Co/lege-Town and Panit- a na- 


tionally advertised brands. College-Town, Inc., is 


featured on pages ten and eleven of this report. © 


INTERCO has been in the men’s apparel man- 
ufacturing business for over 10 years, and today 
produces a complete line of sportswear and 
casual apparel. This industry continues to be 
fashion-oriented and we have the people to 
provide creative merchandising and styling. 

An ever-widening circle of exciting leisure 
activities characterizes today’s life styles, calling 
for more diversity than ever in apparel fashions. 
Leisure wear for work and pleasure has been 
and will continue to be the principal market 
served by the apparel companies of INTERCO. 

Shown on these pages are some of the offer- 
ings of the apparel manufacturing group. Our 
principal products for men and young men are: 
sport, knit, and dress shirts, woven and knit 
slacks, sweaters, sport coats, leisure suits, jeans, 
outerwear, rainwear, swimwear, walk shorts, co- 
ordinates, and western wear. Apparel for women 
and young women includes: suits, dresses and 
coats, pants, skirts, jackets, sweaters, blouses, 
shirts, jumpers, vests, and jeans. 

During fiscal 1975, six larger apparel plants 
were opened, replacing six smaller, less efficient 
locations, thus continuing our program of mod- 
ernization of production capacity. 

The demand for sportswear and casual ap- 
parel is expected to increase during the remain- 
der of this decade, and beyond. To this end, new 
product development and the penetration of new 
markets by our existing businesses are continu- 
ing goals. Our apparel management has the abil- 
ity to adapt rapidly its designing, merchandising, 
and production techniques to the ever-changing 
fashion field and we are confident we will cap- 
ture our share of the market in our fiscal 1976 year. 
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The general retail merchandising group again 
performed well in fiscal 1975, contributing new 
record sales and earnings to INTERCO. 

This group contributed $385.4 million or 
31.6% of the total sales, and earnings before 
income taxes, corporate expenses and interest 
cost were $25.3 million, or 21.7% of the earnings 
of the company, a return of 6.6% on sales. 

The general retail merchandising group offers 
cost-conscious and quality-conscious consum- 
ers a wide range of popular-priced merchandise 
and services in most regions of the country 
through 647 retail locations. The group consists 
of the following types of retail stores: 


Junior Department Stores............ 382 
DISCOUMIOLOLES enews ke wknd he aa 166 
Men’‘s Specialty Apparel Shops....... 68 
Hardware, Lumber and Building 

Materials Supermarkets............ 25 
Specialty Department Stores.......... 6 
Stores in Operation 647 


Forty-one new stores were added during the 
year, and the company continued to relocate or 
close operations in declining markets. Plans 
provide for about thirty new locations during 
fiscal-1:976: 

The operations of all junior department stores, 
most of which are self-service, were placed un- 
der the general management of P. N. Hirsch 
& Company effective February 1, 1975. This 
consolidation will benefit the overall operations 


MAJOR RETAIL TRADING NAMES 


Central Hardware « Carithers « Eagle Family 
Discount Stores « Fine’s Men’s Shops. « Golde’s 
e Hirsch Value Centers « Jeans Galore ¢ Keith 


O'Brien « Kent's « Lin-Brook Hardware « Mil- 

ler’s « P. N. Hirsch « Shainberg’s « Standard 

Sportswear « The I. D. Store « Thornton's e 
United » Wigwam. 


Ml General Retail Merchandising Group 
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of these stores and will result in merchandising 
continuity, lower operating costs, and provide 
our Customers with competitive prices in today’s 
cost-conscious environment. 


Our discount stores, operating under the name 
of Eagle, continued their expansion program 
during the year. This chain was somewhat 
affected by the slowdown of the Florida retail 
business during the latter part of fiscal 1975. 

During the past several years and looking into 
the future, there has been and will continue to 
be a great interest shown in home-improvement, 
do-it-yourself projects. Central Hardware, which 
serves this market with 25 supermarket hard- 
ware, lumber and building material stores pri- 
marily in St. Louis, Indianapolis, Memphis, and 
Southern California, had another record year in 
fiscal 1975. Central Hardware, capitalizing on its 
market position, directs comprehensive adver- 
tising and customer training seminar programs 
to assist with helpful ideas for all phases of 
home-improvement. 

The men’s specialty apparel shops, Fine’s, 
Standard and United, carrying an extensive line 
of medium-priced apparel and other male fur- 
nishings, extended their penetration during the 
year in the metropolitan areas which they serve, 
and plan several new stores In fiscal 1976. 

Golde’s, operator of 6 specialty department 
stores, continued its strong competitive position 
during fiscal 1975 in the communities which it 
serves. Plans are being formulated to expand 
this part of our business during fiscal 1976. 

The general retail merchandising group con- 
tinued its aggressive sales programs during the 
year just ended, and coupled with solid inven- 
tory reductions and cost-control programs, the 
group is well-positioned to provide another out- 
standing year for INTERCO in fiscal 1976. 
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Footwear Manufacturing and Retailing Gol =i 


The footwear group contributed $478.4 million 
or 39.3% of the consolidated sales and $51.3 
million or 44.2% of the earnings of the company. 
This represented a 10.7% profit on sales before 
income taxes, corporate expenses and interest 
cost. This record performance was achieved de- 
spite decreasing customer demand In the fourth 
quarter. 


Footwear Manufacturing... Superior quality, 
distinctive styling and realistic pricing allowed 
INTERCO to maintain its position as one of the 
dominant shoe manufacturers in the country. 
The changing American life-style to more 
casual dress, prompted Florsheim to launch this 
year a totally new category of quality shoes, 
/dlers by Florsheim, for men and women, to 
provide consumers an extensive product line in 
the better-grade leisure footwear market. 
Evaluating its shoe manufacturing plants on 
a continuing basis, in order to operate at maxi- 
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MAJOR 
FOOTWEAR BRANDS 
AND TRADEMARKS: 


For men: Ambassador e City Club « 
_ Florsheim — Florsheim Imperial and 
_ Royal Imperial « Hy-Test « Idlers by Flor- 
sheim e Julius Marlow « McHale « Rand e 
Roberts « Winthrop « Worthmore. For women: 
~ Denny Stewart « diVina « Florsheim « Idlers by 
Florsheim « Imperial and Ramblers by Florsheim 


_ e Miss Wonderful ¢ Personality « Thayer McNeil « 


Thomas Wallace « Vitality. For children: Red 
Goose « Poll Parrot » Savage. 


MAJOR RETAIL TRADING NAMES: 
. Florsheim Men's Shops « Duane’s « 
_« Gude’s « Paul’s Shoes « Phillips 
» Shoes « Thayer McNeil Shoe 
_ Shops « Thompson, 
~ Boland & Lee. — 


mum possible capacity and eliminate the least 
efficient plants, it was necessary to close seven 
plants in recent months. New facilities will be 
added as demand increases. 

International Shoe Company was affected by 
| the economic downturn in the last part of the aay 
~year, but with vigorous cost controls, was able 

to improve its margin of profitability. 

In Canada, our Interco Savage Limited oper- 

ations improved their shoe manufacturing posi- 
tion and operated at an acceptable profit level. 


Footwear Retailing... Footwear retailing oper- 
ations had an outstanding year. Eighty-four loca- 
tions were opened during the year, continuing a 
planned expansion program. These openings in- 
cluded a number of Florsheim Men’s Shoe 
Shops, leased shoe departments, and /hayer 
McNeil Men’s and Women's Stores in selected 
shopping centers, clothing and department 
stores and major metropolitan areas. 

Internationally, the fourth successful men’s 
Florsheim Shoe Shop was opened in Mexico 
City during the year; the first Florsheim Men’s 
Shop was opened in Sydney, Australia; and we 
were operating seven Florsheim Shoe Shops in 
Canada at year-end. 

Senack Shoes, a leased shoe department oper- 
ation, continued to open new units in fiscal 
1975, mostly in department stores. 


General... .\While the short-term outlook in the 
shoe industry appears to be depressed, INTERCO 
is confident of maintaining its position of leader- 
ship within the industry. 


| DIVINA,: 


_ Ambassador. 
ae iss 
Personality, mieriee VVonderitl. 


Ren Goose. 


ee CONSOLIDATE 
ee SRINANNIAL 
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Consolidated Balance Sheet iii 


(Dollars in thousands) 


ASSETS 


February 28, 


Current assets: 


Marketable securities, at cost which approximates market......... 


Receivables, less allowance for doubtful accounts and 
cash discounts of $5,188 ($4,804 in 1974)23 3 ee 


Inventories: 
Finished products and other merchandise...................06. 
Raw materials and work in’ process... ..cs0s eine nteere 


Prepaid €xpenSeSis.«<scinwavesaee cacale sie ole osisleleus oieiel tele enna eee ener eeeeneetaee 
Future income tax DEnefitS...c.c2 «61s a<.0-0 oe etree reieein Cee arene 


Total current ASSES iscccics.ccdecuntastorae te corte Metre ero tee 


Excess of investment over equity in subsidiaries at acquisition, 
nevof amortiZationica.ceus as ocerss cess wa nein eee eee eee 


sundry investments and other assets.. 24 )....seeeeete et oer 


Future income tax benetits...... acc cence rd eee eee 


Buildings and jimprovementsSs,..c <1 tenon ee 
Machinery:and-equipments.., 4.sccnccers a enteens oeeee ee et eee 


Less'accumulated depreciationiasan... sss «ssn cere ee eee 


Net property, plant-and:equipment.=....>.e. = seer eee 


See accompanying notes to consolidated financial statements. 
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1975 


155,437 


190,718 
55,393 


246,111 


96,760 


106,018 


207,945 


99,656 


108,289 


$573,748 


1974 


$e ls 209 


13,600 


L56,198 


182,114 
67,957 


250,071 


S.2tr 
2,894 


439,252 


9°32 
6,496 


Bo W ie) 


5,078 
91,687 
103,239 


200,004 


Shey th7/! 


104,833 


$562,477 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


February 28, 1975 


Current liabilities: 


Currentumarurities of long-term debt. cc. si. .s. 2. eee secs nessa’ $ 4,153 
Accounts payable and accrued Expenses.......... cece cece ceeeeees 79,553 
DINGO GIG aLA NG S eter tect ee cfnt ee rN ae Siete ee os Se craves Wings Wheaten e es 13,051 
POCANCULTCHUHADINIC Sees ies acces ches s ocaleee hos oe ccwies 96,757 
Rone-verin dent, less Current Maturities. ... 2. .c.4.ss 00. ccs c sees vee 57,899 
Deferred compensation and other deferred liabilities................. 10,293 
RUMOULVMIMtOLEStS IN SUDSIGIANCS.4..00 3. creed scl veces se ses seinclsse see es 3,243 


Stockholders’ equity: 


Preferred stock, at stated and liquidating value: 


RiP StaOLClOnrec meee ia cic teatam sy Area ticle cele ee oe Nes Swale 148 
SOCOMCMOLCICL LCC AM ere nme siete: Gates ons 5 sc create oe ae aoed 15,836 
15,984 

SOmimonestock tat StaleGavallie sec ica. oc cues sec ce sees ce csin ens s 85,862 
AIA SUTO Us eee haga here sees alee «ol vielahore Sabo eteea bes wo's 41,778 
Re lLAINCOLCAMIMI DS 7 tree ree ae eer eee cae cote etn come eae 261,932 
MG ral slLOCKMOIGSISueC UILY wrote, es oie ae cs ive a Wiese cts Se ciarets 405,556 
$573,748 


1974 


Sy | PSRs 


Oo 27 9 


14,225 


UT Aegliohs) 


63,368 


10,156 


2930 


453 
15,636 


16,289 


85,367 
41,499 
2251017 


368,832 


$562,477 


Pas 


Consolidated Statement of Earnings 


(Dollars in thousands except per share data) 


Income: 


Costs and expenses: 


Gost ofsales 22) coe ten ene ears 
Selling, general and administrative expenses 
InterestsexpenSes 26 se1 cals a sieie sis comnts 


Minority IMterestSsc. a2... 00 concen 


Earnings before income taxes 


INGOMETAKES Pacers cee erect inie ee erty 


Net GarningS -.ciguinca cette ote emuie es rare 


Per share of common stock: 


Fully diluted earnings 35-s.ssceue cs oes 


PrimaryCarmineSaacsmecton.e-sccoeeeee 


See accompanying notes to consolidated financial statements. 
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eeeeee eee eee ee 


Years Ended February 28, 1975 


astabngecs eee $1,217,895 
Newnes De Le 10,784 


1,228,679 


levis ee 852,625 
hhabies thous ues eee 264,972 
bistioididaSusl ei ee oe ee ee 5,349 
1d vis oae nee ee 416 

1,123,362 


sb. gw aka hue ie aceon Geacele Bieta ee sO eeeeere ans Serres 105,317 


Samo ssa’ sn oye) ethee 0 Oe eeiatene tere ore eeeae Penner 51,714 


wiGrdlentis, olor erates alate Aravere eels che ote na eee ener $ 53,603 


1974 


$1,165,858 
10,220 


1,176,078 


822,141 
253,180 
5,546 
381 


1,081,248 


94,830 


45,570 


$ 49,260 


$4.14 
$4.25 


Consolidated Statement of Changes in Financial Position = 


(Dollars in thousands) 


Years Ended February 28, 1975 1974 
Working capital provided by: 
INC GRO CUMING Semeur renee ee reece igre e's eee eels Seis ees ea Bee Oe ls LEON Peale eure $53,603 $49,260 
Items not affecting working capital: 
DOD RCClauOMperrrtcreten tee es tra ancei wire aic.c's One wrcey oe id 8 cao Seo Sees 13,405 11,766 
UIC UELCUMCOLMOMAXGDOMETICS scares ictienisreiore wets eee aes eae wie sra bo Mule ea els Pac ole eles 7A (163) 
COLORS (MUS. 6 vscorrngis Sloe Seek Gace at ie Tan Se REO UCR 754 72) 
DCAM OMS mere eee ee teenies sietels s Walenawtere es cic Shek LEG tSar shee esate es 67,833 61,584 
DISDOSalOmDrODenty. PlantanadsEQuIDIMeNte nc sssewacsc ces es cles casa cae ases ees 1,727 Toul 
Issuance of common stock for conversion of preferred stock—contra below.... 305 476 
EXChcISCIOMSIOCKTODLIONS asertne serene ae oe cin soir e slong ste owis uw Wb eie tietaleia «'lerenslee 154 94 
PSSraMeeCrOlclone-te Ghee Dian ne erew woe est tiie oe occ Sic a 008 Min oor cvere bv eid acanle wh Biola 510 4,697 
Decrease ihmunads: ih eSChOw fOr CONStFUCTION. «0.6 cc ccs vcs se Aes vls seis eee au ce 1,106 -- 
71,635 68,462 
Working capital used for: 
PUCHIONSILO; property, Diahtand EquIPMENTic. oc. ss. as tp ece see eae eee ewes acenes 19,694 24,789 
iGciease Minna Ss iMMeSClOw On CONSUUCUON.. 2.2... 255 cece s cots eccemc us classe eee _ 1,106 
CHEWS (al R IG KEUAYO REND ob cacy ales Capa teh sine MURA eh 7 eM at Deg oc te y 17,033 14,765 
ReECucHOnEO MOmMme-tehin Celtis cate trae sie access veteieete sore eS (ny Ge dsb Wale cipal 5,979 3,875 
Sonversion_ot preterred stock—COntra aDOVe:.... oo .uswsevss ceccccc cere seeauees 305 476 
RULE a SeiOlCOMPANY /SeSlLOC Ka 1 aenni ten tee aes osle ae Ha @ Sola d HAIOMiln weielelOa's wee 8 _ 526 
OS SLR EY Deny ale ka OS LO chs a no Rae a ae 433 SAD 
43,444 46,012 
PLA SCHBENONKINe Capital anaemia nit on A itii. aeicae sine sso 4k she ot de swe dw ay we < eg telounr aie $28,191 $22,350 
Working capital increased (decreased) by: 
ASA CIMALKELADICSCCULILICS omc neutiee sits cole as soe oie. ts dae cue ceo shale ake ioe see ee $12,578 $ 6,018 
RECOV a DIG Seema cra arent ar emanates watre a cot eas are Sie aM ghs's ote ae Cie oeimite-s xpinss OO (754) 7,483 
PCL OLLCS perme ieee nea rine: Uta ie ae eine i Hence Toe oS sive game wes (3,960) 12,629 
UIC ICUIMe na SSOLSae tack peer ele ses esc ere cecahe bec cureta aie oc aiemye aiaie s wa.ers (101) 1,043 
Coprenuaqatlinnes onlong-teriml GeDtsa. es ae .cees cee ca yo 52 au okeiek sen sles 608 «eicins (468) (32) 
ACCOUNISIDaValleranG.aCchulied ExXDENSES.... «rence «scent css scot seceeess sue vemos 19,722 (5,958) 
HIG ON Ont AKC Serre tne tainn a e icetn tie wi tas ICRA COE Dee AINE Spats cle siecle we alga es 1,174 PLGZ 
$28,191 $22,350 


See accompanying notes to consolidated financial statements. 
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Consolidated Statement of Stockholders’ Equity 


(Dollars in thousands Years Ended February 28, 1975 and 1974 
SAGAN TSC AEIRS Geheh, Preferred Common Stock Capital Retained 

Stock Issued In Treasury Surplus Earnings Total 
Balance February 28, 1973: 

As originally reported. 2... ...cec- $16,765 $75,250 $(635) $42,423 $176,545 $310,328 

Adjustments for pooled companies... 9,650 (1,489) 16,281 24,442 

As-restated 3.25 eer ese errr INS VAS 84,880 (635) 40,934 192,826 334,770 
Netearmings:ccseucis aceon te teas 49,260 49,260 
Cash dividends: 

Preferred Stocketa.c ie. ole meer (868) (868) 

Common stock—$1.32 per share..... (13,248) (13,248) 

By pooled companies prior to 

ACGUISITION Seeman cate eter clase ave (649) (649) 
Stock dividend: 
By pooled company prior to acquisition 316 Sol (647) 
Conversion of preferred stock: 

Series A—2,807 shares............... (281) 91 189 iy 

Series B—4,557 ShareS<. stn. css eee (195) ; 73s 122 
Issuance of 30,317 contingent common 

SNANES Rew Naw wectene Sora naytvenr oanse ere aaie ts 997) (397) 

Exercise of stock options: 

Common—5,958 shares.............. 7. 164 7) 94 
Purchase of 13,204 common shares.... (526) (526) 
Balance February 28, 1974, as restated 16,289 65,507 _— 41,499 225,677, 368,832 
NetiearmingsS 2 tise. scare eens 53,603 53,603 
Cash dividends: 

Preterredistock2 mn... seem ere (850) (850) 

Common stock—$1.43% per share... (16,037) (16;037) 

By pooled company prior to acquisition (146) (146) 
Conversion of preferred stock: 

series B—7,637 shares... 4....eouuies (305) 114 191 
Issuance of 41,985 contingent common 

SNALCS ai etn oats re aumec oe neeetiiee S15 (315) 

Exercise of stock options: 

Common—8,848 shares.............. 66 88 154 

BalancesFebruary:25, 1975... 054s $15,984 $85,862 $ — $41,778 $261,932 $405,556 


See accompanying notes to consolidated financial statements. 


26 


Notes to Consolidated Financial Statements aaa 


February 28,1975 and 1974 


. Significant Accounting Policies— The company and its sub- 
sidiaries employ generally accepted accounting principles 
on a consistent basis to present fairly their consolidated 
financial position, results of operations, and changes in 
financial position. The major accounting policies of the 
company are set forth below. 


Principles of Consolidation—The consolidated financial 
statements include the accounts of the company and all 
domestic and foreign subsidiaries. Foreign subsidiaries 
(principally Canadian) are not material in relation to con- 
solidated financial position or results of operations. All 
material intercompany transactions have been eliminated 
in consolidation. 


Inventories—The majority of the inventories are priced at 
the lower of cost (first-in, first-out) or market. Certain of 
the inventories are priced on the “‘last-in, first-out’ method. 
Had the ‘‘first-in, first-out’ method been applied to all 
inventories, they would have been stated at approximately 
$266,792,000 and $273,341,000 at February 28, 1975 and 
1974, respectively. 


Depreciation—For financial reporting purposes, the com- 
pany employs both accelerated and straight-line methods 
in computing depreciation. Approximately 78% and 74% 
of depreciation expense was computed on the straight-line 
method in 1975 and 1974, respectively. 


Excess of Investment Over Equity in Subsidiaries — Cost 
in excess of net assets of Companies acquired is being 
amortized on a Straight-line basis, generally over 40 years. 


Start-Up Expenses—Start-up expenses of new facilities are 
charged to operations in the year incurred. 


Pension Plans—The company’s policy with respect to prin- 
cipal pension plans is to fund pension costs accrued, 
and to amortize prior service costs, generally over 30 years. 


Income Taxes—Investment tax credits are reflected as a 
reduction of Federal income taxes in the period in which 
qualified property is placed in service. 


It is the company’s intent that the undistributed earnings of 
subsidiaries will either be reinvested in the subsidiaries or 
distributed tax-free to the parent company. Accordingly, 
no provision has been made for income taxes on such 
undistributed earnings. 


. Business Combinations—During 1975, the company ac- 
quired all the outstanding stock of College-Town, Inc. in 
exchange for 462,428 shares of common stock. This trans- 
action was accounted for as a pooling of interests, and 
accordingly the accounts of College-Town, Inc. have been 
included in the accompanying financial statements for both 
1975 and 1974. Consolidated net sales and net earnings 
for 1974, prior to restatement for the business combination, 
were $1,121,927,000 and $47,042,000, respectively. The 
net sales and net earnings of College-Town, Inc. for 1975, 


prior to combination, were $28,469,000 and $1,809,000, 
respectively. 


During 1974, the company acquired all the outstanding 
stock of Devon Apparel, Inc. and United Shirt Distributors, 
Inc. in exchange for 866,422 shares of common stock. 
These transactions were accounted for as poolings of 
Interests. 


. Long-Term Debt—Long-term debt consists of the following: 


OS 1974 


(in thousands) 
452% promissory installment notes, payable 
$1,875,000 annually, 1975-1989, and balance in 
BOO) whan ere tears OF gre es tre Sota te eis $40,625 
6% promissory installment notes, payable $750,000 
on July 1, 1975, $1,250,000 annually, 1976-1979, 
ana balances OSes enc ok. eee ce a ois 7,875 8,625 
4% % obligation under long-term lease, payable in 
annual installments increasing from $275,000 in 


$42,500 


VOR SoH NONI MIR SIR anh Socio coco lec 6,905 7,165 
Other debt at 24% to 9% % interest rates, payable 

in varying amounts through 1993............. 6,647 8,763 

62,052 67,053 

FESS iCUIFAntamatUnitleS< eres strc stone c umeene 4,153 3,685 

$57,899 $63,368 


Current maturities of long-term debt in the five years follow- 
ing February 28, 1975, are as follows (in thousands): 


VOLO rarer avniven nol tecsteaietcts aie abi hapl ee tcanistaiom a Searels $4,153 
ETE SAP Bee PE RARER Te ie LIOR an aon gr 3,808 
UO] Oe ae rN vent seas a sete tase neem tees foe oe Baits 3,821 
UST ASUNS Byers o Se hae SN ORGY Oe ae ree RG 3,897 
LOO Meee ce nei tnreun wire e dee cn eure acins ales Mere ee 3,854 


The 4%% note agreement restricts retained earnings of 
$43,810,000 as to payment of cash dividends on capital 
stock and the purchase, redemption or retirement of capital 
stock. The agreement also provides that no such payments 
be made unless consolidated working capital shall be at 
least $80,000,000. 


. Preferred Stock—The company’s preferred stock is issuable 


in series. Authorized preferred stock consists of 577,060 
shares of first preferred and 1,000,000 shares of second 
preferred without par value. Such stock is summarized 
as follows: 


First Preferred Series B—$2.10 cumulative, with stated and 
involuntary liquidating value of $40 per share; issued 
3,697 shares at February 28, 1975, and 11,334 shares at 
February 28, 1974. Subsequent to February 28, 1975, 
1,082 shares were converted into 2,164 shares of com- 
mon stock and 2,615 shares were redeemed for $42.10 
per share plus accrued dividends. 
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Second Preferred Series C—$5.25 cumulative, with stated 
and involuntary liquidating value of $100 per share; 
issued 158,359 shares at February 28, 1975 and 1974; 
callable beginning in 1975 at $105.25, decreasing to 
$100.00 in 1985; convertible into 3.0534 shares of 
common stock. 


. Common Stock—The company’s common stock consists 
of 30,000,000 shares authorized with stated value of $7.50 
per share, of which 11,448,315 shares were issued at 
February 28, 1975, and 11,382,208 shares at February 28, 
1974. 


Shares of common stock were reserved for the following 
purposes at February 28, 1975: 


Number of 
Shares 
Conversion of: preferred stocks. 21. 2. eure ert 490,927 
Common stock options: 
Granted inch cece et one ce ee nce onan cee teres 229,109 
Available for orant.s accammtnst ce caret neoccies ees 122,479 
Contingent shares based on profit performance of acquired 
COMPANY ucik coaereatctone chee cnsoae nares teaeeee ee wecceeee 18,141 
860,656 


Under the company’s stock option plans, certain key em- 
ployees may be granted qualified or non-qualified options 
to purchase shares of common stock. Qualified options 
granted under the plans may not be less than 100% of the 
fair market value of the common stock on the date an 
option is granted, and non-qualified options at not less 
than 85%. Qualified options are exercisable at varying dates 
one year after granting and expire five years after granting. 
Non-qualified options become exercisable one year after 
granting and expire ten years after granting. All options 
which have been granted, qualified and non-qualified, were 
at 100% of fair market value on the date of grant. In Septem- 
ber, 1974, certain options were surrendered for cancellation 
and new qualified and non-qualified options to purchase a 
like number of shares were thereupon issued. 


Changes in options granted are summarized as follows: 


1975) 1974 
Average Average 
Shares Price Shares Price 
Beginning of year....... 246,912 $38.60 172,831 $39.94 
Assumed options of 
pooled company... _ — 10,750 275 
Options granted...... 205,52! 20.50 88,189 37.78 


Options exercised..... (8,848) 17.46 
Options cancelled..... (214,476) = 41.35 
ENG OlVEdh:eceemeire. 229,109 20.60 


Exercisable at end of year 8,634 


(5,958) 16.01 
(18,900) 44.61 
246,912 38.60 
45,747 
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== Notes to Consolidated Financial Statements (continued) 


6. Income Taxes—Income tax expense is composed of the 


following (in thousands): 


1975 1974 

Current: 
Fédéral..0c. usa a eerce eee ee eee $45,886 $40,422 
State and’ cht; iece ec ee e eeeeee 4,415 4,188 
Foreign (principally Canadian)........... 1,615 1,851 
51,916 46,461 
Deéferted.. s.ccsis tesa chases Tees (202) (891) 
$51,714 $45,570 
Investment tax creditS..... 0 ere errs $ 643 $ - 930 


Certain items are recognized for income tax purposes in 
years other than those in which they are reported in the 
financial statements. The tax effect of such differences 
resulted in net deferred income taxes Summarized as follows 
(in thousands): 


1975 1974 

Depreciation...i.%<sc.0cece + ase ote eee eee $133 $448 
Installment.Sales.....%:::...00 5 eetemtone store ener eee 76 (4) 
Valuation reserves and accruals................+ (566) (568) 
Deferred compensation... aces ancl ee eee (46) 22 
Adjustments resulting from reorganization of certain 

SUDSIGIATIOS. ..4... anc cee eee eee 10 (186) 
Adjustments resulting from audit of prior years’ tax 

POLUINS 0:3 «s.6%.4 05 cee «sen oes eee eee 200 (622) 
Other. ... ssc. sowiandseeres hres sheen Gee (9) 19 


cam) 


. Pension Plans—The company and its subsidiaries have 


pension plans covering substantially all employees. Total 
pension expense was $8,900,000 in 1975 and $8,400,000 
in 1974, and the company anticipates that pension expense 
will not increase significantly as a result of the Employee 
Retirement Income Security Act of 1974. As of the most 
recent valuation dates, the actuarially computed value of 
vested benefits under defined benefit pension plans exceeded 
assets of the plans by approximately $30,000,000, con- 
sidering as defined benefit plans certain plans that were 
previously considered defined contribution plans. 


. Lease Commitments—Substantially all of the company’s 


retail outlets and certain other real properties and equip- 
ment are operated under lease agreements expiring at 
various times through the year 2001. Leases covering retail 
outlets and equipment generally require, in addition to 
Stated minimums, contingent rentals based on retail sales 
and equipment usage. Generally, the leases provide for re- 
newal for various periods at stipulated rates. 


Total rental expense was as follows (in thousands): 


1975 1974 

BASICMENUAIS arto ne eho aia ce nies $25,520 $25,687 
COMUNE INEM al Sere curns tates cece eae 9,887 9,912 
$35,407 $35,599 

MesscslipleaSesfenilalSetarne sa scone seer ee eles 1,855 1,824 
$33,552 $33,775 


Included in rental expense above is the cost of services 
provided by lessors of leased retail departments, estimated 
to aggregate $6,200,000 in 1975 and $6,400,000 in 1974. 


At February 28, 1975, minimum rental commitments under 
all noncancellable leases, excluding capitalized leases, are 
as follows (in thousands) : 


Type of Property 


Year Real Property | Equipment Total 
TID ee erase keri + $ 21,443 $1,659 $ 23,102 
DOT mehr recA caer AES, 5 20,121 1,254 AA Ney fa) 
| RSs en ne aaa 18,761 736 19,497 
ACTS Pre, Se We ene 17,002 342 17,344 
HOSUR Ree haste sees 15,379 76 15,455 
SRS ea aie ae ear 55,942 9 55,951 
ICETS STIS i ie aan eee 30,745 “= 30,745 
OS GOS ere oe ree ae 10,945 -- 10,945 
Me ODs2U0L ares tack at es 3,364 fae 3,364 
$193,702 $4,076 $197,778 


PEAT, MARWICK, MITCHELL & CO. 
Certified Public Accountants 

720 Olive Street 

St. Louis, Missouri 


THE BOARD OF DIRECTORS AND STOCKHOLDERS 
INTERCO INCORPORATED: 


The above minimum rental commitments for real property 
have been reduced by rentals from subleases. These sub- 
leases, expiring at various dates to 1993, provide for aggre- 
gate minimum rentals of approximately $6,500,000. 


The present value of noncapitalized financing leases, as 
defined by the Securities and Exchange Commission, and 
the impact on net earnings if such leases had been capi- 
talized are not material to the accompanying financial 
statements. 


The company has also guaranteed leases of certain retail 
outlets of customers which at February 28, 1975 aggregated 
approximately $4,200,000 based on minimum rentals. 


. Earnings Per Share of Common Stock—Fully diluted earn- 


ings per share are based on the weighted average number 
of shares of common stock and common stock equivalents 
outstanding during the years, plus those common shares 
which would have been issued if conversion of all preferred 
stock had taken place at the beginning of each year. 
Common stock options, the exercise of which would result 
in dilution of earnings per share, and common stock issu- 
ances based on profit performance have been considered 
as the equivalent of common stock. 


Primary earnings per share are based on those shares 
included in the fully diluted earnings per share calculations, 
except that conversion of preferred stock has not been 
assumed. Net earnings for this computation were reduced 
by preferred stock dividend requirements. 


We have examined the consolidated balance sheets of INTERCO INCORPORATED and subsidiaries as of 
February 28, 1975 and 1974 and the related consolidated statements of earnings, stockholders’ equity, and changes 


in financial position for the years then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion, the aforementioned consolidated financial statements present fairly the financial position of 
INTERCO INCORPORATED and subsidiaries at February 28, 1975 and 1974 and the results of their operations, and 
the changes in their financial position for the years then ended, in conformity with generally accepted accounting 


principles applied on a consistent basis. 
April 11, 1975 
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Five Year Consolidated Financial Review aaa 


(Dollars in thousands except per share data) 


FISCAL YEARS ENDED —————————_ 
February 28 November 30 


FOR THE YEAR 1975 1974 1973 1972 1970 
Summary of operations: 
Net:saleSs.5.0i sain tine onan neater $ 1,217,895 $ 15165,856 $ 1,082,986 $ 965,881 $ 863,158 
Cost ot'sales* a... aaa... save mee 852,625 822,141 763,924 678,741 605,264 
Interest ExpenSe a. ...n.sse sade 5,349 5,546 ATS 5247, 6,863 
Earnings before income taxes..... 105,317 94,830 85,965 71,098 62,669 
As a percent of sales........... 8.6% 8.1% 7.9% 7.4% 7.3% 
INCOME taxeSvatesie ae tee 51,714 A55070 41,927 SKS). 317255 
NetearningS <2. 0. one ee oes 53,603 49,260 44,038 36,907 31,414 
As a percent of sales........... 4.4% 4.2% 4.1% 3.8% 3.6% 
Earnings applicable to 
COMMON, SOCK Sano eee prone 52,755 48,394 43,054 35,601 28,834 
Per share of common stock: 
Fully diluted earnings (1)....... $ 4.47 $4204 $ 3.69 Sisk $ 2.82 
DivVIdendsie sheers oer $ 1.4314 Sale se2 paleo $le21 bald A) 
Average common and common 
equivalent shares outstanding 
(insthousands) Cl) wee eases 11,989 PTS L933 bi 7 hs 11,166 
Cash dividends paid: 
ORICORIMOGN SIOCK as ee ee $ 16,183 $ 13,897 $ 12,229 $ 10,837 $ 8,239 
Onipreferred stocksa..a.0 saa ee $ 850 $ 868 $ 988 $2 15452 $ 2,498 


AT YEAR END 

Workine:capital an. nen eae re ee $ 350,258 $322,067 $ 299,717 $275,615 $ 227-027, 
Property, plant and equipment, net.. 108,289 104,833 SAU) 86,319 85,/69 
Capital expenditures. nee ieee eee 19,694 24,789 17,006 £57320 17,905 
Totalcassets: eke nmae ee eee 573,748 D624 77, 522,720 488,036 449,467 
Long-term debts. ..c.eeten cient 57,899 63,368 62,546 68,773 71630 
Stockholders ed Wily. sone 405,556 368,832 334,770 298,612 247,266 
Book value per common share....... $ 34.03 $ 30.97 $28.05 $26.21 $ 22.09 


(1) Refer to Earnings Per Share of Common Stock in Notes to Consolidated Financial Statements. 
(2) The above figures have been restated to include pooled companies for years prior to their acquisition. 
(3) Fiscal 1975, 1974, 1973, and 1972 reflect the change in fiscal year from November 30 to the last day in February. 


{ESE TES TS IS DIU YT ES ST WE ETB TIES OTT TI OE 
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Management's Discussion 
and Analysis of Operations 


Sales for fiscal 1975 again established new 
records, although the percentage increase was 
less than the 7.7% achieved in fiscal 1974. The 
Apparel and General Retail Groups maintained 
their steady growth patterns, whereas the Foot- 
wear Group experienced only slight improvement 
for fiscal 1975. The fourth quarter, in particular, 
reflected a reduction in footwear shipments as 
the direct result of excessive inventory condi- 
tlons experienced by major retailers. 

Cost of sales for fiscal 1975 was slightly 
lower as a percent of sales as compared with 
fiscal 1974. The main factor contributing to this 
improvement was the strong showing of Gen- 
eral Retail, which traditionally attains a higher 
gross profit than either the Apparel or Footwear 
manufacturing operations. 

Although interest rates were considerably 
higher in fiscal 1975, interest expense declined 


after an increase In fiscal 1974. Early in the year, 


tight budgetary controls were intensified, includ- 
ing cash management, collection of accounts re- 
ceivable and maximized inventory turnover. 
Capital expenditures decreased after reaching 
record levels in fiscal 1974, and this, combined 
with a decrease in inventory and accounts receiv- 


able, greatly improved the cash flow for the year. 

Earnings before income taxes increased by 
Vielen tiscal 1975 as compared to a 103% 
increase in fiscal 1974. In fiscal 1975, the strict 
budgetary control program, especially in the 
Footwear Group, coupled with reduced interest 
expense and increased income received from in- 
vestment of funds, added significantly to the 
increased profit. The most significant increase 
in fiscal 1974 was made by the General Retail 
Group, and that performance was the result of 
orofit improvement by practically all divisions 
within this group, and the benefits received from 
action taken In fiscal 1973 to liquidate a division 
of Central Hardware Company. 

Income taxes for fiscal 1975 increased by 
13.5% over the corresponding period of the year 
earlier. The increase relates principally to im- 
provement in pre-tax profits, a decline in the 
investment tax credit and the final step in the 
phase-out of the surtax exemption. In fiscal 
1974, net earnings were favorably influenced by 
a slightly lower effective tax rate, due primarily to 
the tax benefits received from the ‘ ‘flow through” 
method of accounting for the investment tax 
credit. 


SI 


Principal Companies of Interco == 


Apparel Manufacturing Group 


Big Yank Corporation College-Town, Inc. 

New York, New York Braintree, Massachusetts 

The Biltwell Company, Inc. Cowden Manufacturing Company 
St. Louis, Missouri Lexington, Kentucky 

Campus Sweater & Sportswear Company Devon Apparel, Inc. 

New York, New York Philadelphia, Pennsylvania 


Sidney Gould Co. Ltd. 
Garden City Park, New York 


General Retail Merchandising Group 


Central Hardware Company Golde’s Department Stores, Inc. 
St. Louis, Missouri St. Louis, Missouri 

Eagle Family Discount Stores, Inc. P. N. Hirsch & Company 

Miami, Florida St. Louis, Missouri 

Fine’s Men’s Shops, Inc. Standard Sportswear, Inc. 
Norfolk, Virginia Pittsburgh, Pennsylvania 


United Shirt Distributors, Inc. 
Detroit, Michigan 


Footwear Manufacturing and Retailing Group 


The Florsheim Shoe Company Interco Savage Limited 

Chicago, Illinois Preston-Cambridge, Ontario, Canada 
International Shoe Company Senack Shoes, Inc. 

St. Louis, Missouri St. Louis, Missouri 


32 


Directors 


*MAURICE R. CHAMBERS 
Chairman of the Board and 
Chief Executive Officer of the Company 


*STANLEY M. COHEN 
President, Central Hardware Company 


*WILLIAM L. EDWARDS, JR. 
Senior Executive Vice President, 
Chief Administrative Officer and 
Treasurer of the Company 


RICHARD P. HAMILTON 
President, The Florsheim Shoe Company 


*PHILIP N. HIRSCH 
Chairman of the Board, 
P. N. Hirsch & Company 


*J. LEE JOHNSON 
Retired 


EDWIN S. JONES 
Chairman of the Board, 
First Union, Incorporated and 
First National Bank in St. Louis 


DONALD E. LASATER 
Chairman of the Board, 
Mercantile Bancorporation Inc. and 
Mercantile Trust Company National 
Association (on leave of absence) 


*NORFLEET H. RAND 
Retired 


*JOHN K. RIEDY 
President and 
Chief Operating Officer of the Company 


*EDWARD J. RILEY 
President, International Shoe Company 


HERBERT SHAINBERG 
Retired 


*Members of the Executive Committee of the 
Board of Directors 


Audit and Executive 
-Compensation and 
Stock Option Committees 


J. LEE JOHNSON, Chairman 
EDWIN S. JONES. 
DONALD E. LASATER 
NORFLEET -H. RAND 


Exchange Listings 


Symbol Listed 
ISS New York Stock Exchange 
ISS Midwest Stock Exchange 


Office of the 
Chief Executive 


MAURICE R. CHAMBERS 
Chairman of the Board and 
Chief Executive Officer 


JOHN K. RIEDY 
President and Chief Operating One 


WILLIAM L. EDWARDS, JR. 
Senior Executive Vice President, 
Chief Administrative Officer, and Treasulee 


Administrative Officers 
EDWARD J. RILEY 
Vice President 


PHILIP N. HIRSCH 
Vice President 


STANLEY M. COHEN 
_ Vice President 


RICHARD P. HAMILTON 
Vice President 


RONALD L. AYLWARD Meee 
Vice President and General Counsel 


DUANE A. PATTERSON 
Secretary 


EDWARD. P. GRACE 
Assistant Treasurer. 


STANLEY F. HUCK 
Assistant Controller 


KEITH E. MATTERN 
Assistant Secretary 


JAMES K. PENDLETON . 
Assistant Secretary 


WILLIAM R. WITHROW 
Assistant Treasurer 


Transfer Agents 


Manufacturers Hanover Trust Company 
New York, New York 


Mercantile Trust Company National Association ol 


St. Louis, Missouri 


Registrars 


Morgan Guaranty Trust Company 
New York, New York 


St. Louis Union Trust Company 
St. Louis, Missouri 


Dividend Disbursing Agent 


Mercantile Trust Company National Association 
St. Louis, Missouri 


; WILLIAM k EDWARDS, IR. 


; RONALD L. AYLWARD 


LIONEL BAXTER. 
STANLEY M. COHEN - 
a WILLIAM B. COWDEN 


BARRY S. FINE 


WILLIAM FORMAN : 
os President, ‘Devon Apparel Inc. S 


RICHARD P. HAMILTON - 


Operating Board: 


MAURICE R, CHAMBERS 
Chairman of the Board and 
_ Chief Executive Officer pt the Somnpoty 


JOHN K.. RIEDY a 
Presidentand «=. 
Chief Operating Officer ot the 


Senior Executive Vice President, 
Chief Administrative Officer and 
_ Treasurer of the op 


Vice: President ANG 6 
_ General Counsel of the Compan 


President, Big Yank ( Corpor atio 
President, Central Hardware Company 
_ President, Cowden Manuf: Cc 


_ President, Fine’s Men’s. Shops! te 
_ Standard Sportswear, Ine. 


President, The. Florsheim Shoe Company 


y PHILIP N. HIRSCH 


| Blain of the Board, 
OPN. ‘Hirsch & Company 


ae DONALD G. MacLEOD 


President, Interco Sevece Limited 


EDWARD de RILEY. 


President, International Shoe Company 


CHARLES J J ROTHSCHILD, JR. 


President, 3 ae 
‘Campus Sweater & Sportswear company. i. 


- GERALD SIBLEY Coe 
a President, College- Town, Inc. oe 


/ JOHN WEIL 


President, Eagle Family Discount Stores, Ine. 


: Independent Accountants 
"Peat, Marwick, Mitchell & Co. : 
i ne Missouri 


Corporate Offices 


- Ten Broadway 


St. Louis, Missouti 63102 


INNERCO : 


